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RECO M M END ED PRACTICE
OF TH E

AM ERICAN

GEAR

M ANUFACTURERS

ASSOCIATION

FOR

UNIFORM COST ACCOUNTING
GENERAL
Classification of Accounts.
The classification o f accounts presented herewith is in sufficient
detail to cover the gear manufacturing operations of practically all o f
the A. G. M. A. membership. If uniformity is to be obtained, it will
be necessary that the main divisions be followed in all cases. The
degree o f refinement desired will govern the detail accounts; these
may be sub-divided, consolidated or eliminated to meet the require
ments o f each individual company.
With the main divisions maintained, consolidated financial state
ments portraying the results o f operations in the industry as a whole
would be possible. It would also be possible to compare detailed cost
figures and secure a composite general average of various operating
costs in all o f the plants.
Definition of Terms
In the following pages the term “ Manufacturing Cost” will rep
resent the cost o f direct labor, productive material plus incoming
transportation and the factory overhead expenses; also direct engi
neering and drafting and special tools and patterns.
The term “ Commercial Cost” will represent the manufacturing
cost plus the selling and administrative expenses.
Control
It is o f the utmost importance that the cost accounts be kept
not merely as detailed records, but they must be tied in with the
general accounts o f the company, as in that way only can costs be
proven and correct results obtained.
M ANUFACTURING COST
Engineering and Drafting
The time of engineers and draftsmen, also the engineering and
drafting overhead expense, employed specifically on account o f pro
duction orders, should be charged direct to the cost o f the order.
In cases where important expenses are incurred in research work
preliminary to manufacturing an entirely new type of production, the
engineering and drafting expense, as well as the initial patterns, special
tools, cost o f patents and expense in manufacturing departments,
should be carried as a deferred asset and eventually liquidated into
the manufacturing cost o f production orders.
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Direct Labor
All labor that can be allocated direct to the cost of production
orders. The following are some of the direct operations :
Direct engineering
Laying out
Setting up machines
Cutting off (bar stock)
Turning and boring
Counterbore
Rebcre
Cutting or hobbing
Milling
Broaching
Keyseating
Chamfering
Drilling, reaming and tapping
Grinding
Chipping and filing
Inspection (when same can be allocated)
Bolting up (split gears)
Straightening
Riveting
Chasing
Sub-assemblies (on gear units)
General assembly (on gear units)
Productive Material
The cost of material, including incoming transportation, that can
be charged directly to production orders. This material, with few
exceptions, forms part of the finished product.
Special Tools and Patterns
This item is intended to cover special tools and patterns made or
purchased for a special production order and not available for general
use after the order has been completed. On account of the frequency
of erroneously charging such items to capital accounts or general
overhead expense accounts, this item has been set out separately on
the chart. It is recommended that these costs be shown as separate
items of manufacturing cost in the cost records.
Boxing and Crating
The labor, material and expenses of boxing, crating, blocking
gears in cars or other expenses in connection with preparing product
for shipment, will be entered into the manufacturing cost of the order.
For standard boxing, unit costs should be determined and for special
boxing either a carefully estimated cost used or the actual cost de
termined from the time reports and reports of material consumed on
the job.
Printed by American Gear M anufacturers Association
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Heat Treating
In heat treating departments there are generally several processes
o f treatment in operation involving more labor in one case than in
others and materials are used in one process that are not used in
others. The labor, materials and expenses of the treating department
will be segregated into the total amount applicable to each process.
The total tonnage of each process divided into the total expense
applicable to the process will furnish a unit cost per pound. The
total costs thus charged to orders should absorb the total cost o f oper
ating the department.
Indirect Expenses
All expenses necessary for the operation of the factory that can
not be charged direct to production orders.
Included in the indirect expenses will be a fair rate of deprecia
tion on all buildings and equipment as well as provision for deprecia
tion o f inventories. (See recommended depreciation rates.)
COM M ERCIAL EXPENSES
Sales Expenses
All salaries and expenses in connection with soliciting orders and
selling product (see detailed classification).
General Administrative Expenses
All general office and administrative expenses (see detailed clas
sification.)
DEPRECIATION
The rates o f depreciation in use at present in the gear industry
are not uniform. In some cases no depreciations are included in the
manufacturing cost, but a certain percentage is charged off against
total income at the end of the year. This produces inaccurately low
manufacturing costs.
Depreciation rates should be based on the probable productive
life o f the equipment. In no case should any equipment be depreciated
below scrap value.
The following rates per annum are recommended, to be figured
on the original cost:
Land................................ ................................................None
Buildings:
P er Cent
Wooden Buildings and Sheds...................................
10
Corrugated iron buildings................................
10
Brick and wood buildings...............................................
5
Brick and steel buildings................................
Reinforced concrete buildings........................................
3
Sprinkler systems, piping, heating and ventilating
systems..........................................................................
5
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3

Per Cent

Machine Tools:
Standard machinery.............
........... ........... .
Special machinery— based on estimated period of
usefulness—not less than.
................................
Furnaces and ovens..... ...... ...... ............ .....................
Electrical Equipment .............................................
Auto trucks and automobiles.....................................
Furniture, fixtures and appliances....................... .....

7½
10
7½
25
10

These rates are based on normal conditions. In case o f a factory
working overtime and night shifts, these rates should be increased
to absorb the abnormal wear and tear during the period o f extra
ordinary activity.
DISTRIBUTION OF IN D IR E C T EXPENSES
The method of distribution o f indirect factory expenses to pro
duction costs is perhaps the most difficult and important item upon
which to standardize. It is important that every item of expense
connected with manufacturing the product of the factory, except
such as clearly add to the existing plant facilities, be charged to its
proper cost account and thus find its way into the cost o f the article
manufactured.
It is also important for the purpose of securing comparative costs
that definite dividing lines be established as between direct material
and indirect material and direct labor and indirect labor. For ex
ample, the handling o f raw material and work in process from one
department to another is, strictly speaking, direct labor. Few facto
ries are able to apply this labor to gears or parts manufactured,
except on an arbitrary basis, so this item o f expense is, therefore,
included in factory overhead expenses and not as a part o f direct
labor. Included in this report are definitions o f terms and accounts
in an effort to clearly indicate whether any particular item o f expense
is direct or indirect.
The Machine Hour Rate
In the gear industry the machine tool (except for a comparatively
small amount of hand labor) is the producing unit. In the various
plants the equipment varies widely in value per operating unit and
also in cost to operate. In fact in single departments there is often
a very great difference in the expense of operating the various
machines. The most accurate method o f distributing overhead
expense under conditions existing in our industry, especially for con
cerns doing a general gear business and not specialists in one par
ticular line, is the machine hour rate. Under this method machines
o f the same character and relative cost to operate (including depre
ciation, tool consumption, power and supplies) can be grouped.
Printed by American Gear Manufacturers Association
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The total indirect expenses for a period should be allocated to
groups of machines or, in unusual cases, to a single machine. The
total productive hours consumed in a group divided into the total
expense will arrive at a rate per hour at which jobs passing over the
machines may be charged for indirect expenses.
A proportionate share of indirect expenses should be allocated
to bench work and other hand labor, which sum divided by the pro
ductive hours of such labor gives the productive man-hour rate for
the application of indirect manufacturing expenses.
Other Methods of Distributing Indirect Expenses
The most convenient method of distributing these expenses is on
the basis of the percentage to direct labor. In a few plants, or in
departments of a single plant where the equipment is similar in value
and cost to operate, this method is the most readily applied and is
accurate. Its general application over a shop with a large variety of
production and equipment leads to very inaccurate costs.
The productive man-hour rate, distributing the overhead on the
basis of the number of productive man-hours, is erratic, when the
value of the equipment and its overhead expense to operate varies
to any great extent.
In general, the machine hour rate appears to be one best adapted
to the gear industry and is therefore recommended.
The total overhead expenses absorbed and charged to production
orders should in any event be compared monthly with the actual
total overhead expenses as a check on the rates in use. In case of
any large variation, overhead rates should be checked and, unless
some unusual circumstance accounts for the variation, new rates
should be established.
SELLING, ADMINISTRATIVE AND GENERAL EXPENSES
The distribution of this class of expenses to cost of production
is handled at present by various methods. Some of our companies
combine these commercial expenses with shop overhead expenses and
distribute the combined total on a percentage of direct labor basis;
similar combinations are made in other cases but distribution is made
on the basis of machine hours or productive man-hours.
It is recommended that the percentage of these expenses to
manufacturing cost be determined and distribution made on that
basis. This practice is the one in most frequent use and is usually
the most accurate.
The handling of “ machine and cut” jobs (where the customer
furnishes the material) requires special attention. This class of
orders is quite frequent and, as the commercial expenses are actually
about the same whether the customer furnishes the material or not,
the costs should record that condition. On these orders the com
mercial percentage to be added should be figured on the manufac
turing cost plus an estimated cost of the material furnished by the
custom
Printed by American Gear Manufacturers Association
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BALANCE SHEET ACCOUNTS
A ssets

(1) Property and Plant
(a) Land
(b) Buildings
(7b) less depreciation
(c) Machinery and tools
(7c) less depreciation
(d) Patterns and drawings
(7d) less depreciation
(e) Furniture and fixtures
(7e) less depreciation
(f) Other equipment
(7f) less depreciation
(2) Investment Securities
(3) Current Assets
(a) Raw materials and supplies
(b) Work in process
(c) Finished stocks
(d) Consigned stocks
(e) Notes and acceptances receivable
(f) Accrued interest
(g) Accounts receivable
(h) Cash in banks
(i) Cash with cashiers and others.
(4) Other Assets
(a) Good will
(b) Patents, franchises and licenses
(c) Prepaid insurance and taxes
(d) Other deferred charges

L ia b il it ie s

(5) Funded Debt
(6) Current Liabilities
(a) Notes and acceptances payable
(b) Accounts payable
(c) Advance collections on sales
(d) Dividends declared and unpaid
(e) Accrued income and excess profits taxes
(f) Accrued state, county and local taxes
(g) Accrued interest
(h) Accrued bonus.
(7) Reserves
(a) For depreciation and adjustment o f inventories
(b) For depreciation o f buildings
(c) For depreciation o f machinery and tools
(d) For depreciation o f patterns and drawings
Printed by American Gear Manufacturers Association
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(e) For depreciation o f furniture and fixtures
(f) For depreciation o f other equipment
(g) For unabsorbed development expenses
(h) For loss on notes and accounts receivable.
(8) Capital Stock
(9) Surplus including undivided profits.
N o t e : Depreciation reserves are carried as a separate account in
the ledger under liabilities (as listed above). These reserves are
shown in the balance sheet as deductions from the various asset
accounts, thus showing the original valuation, amount o f depreciation
and net current valuation for each class o f property and plant assets.

EARNINGS A N D EXPENSES
(10)

Gross Sales Billed
Deductions:
(11) Special Commissions
(12) Concessions to Customers
(13) Unabsorbed Transportation
Net Sales Billed

(14)

Factory Cost o f Sales Billed
( 15)
Less Scrap Sales
Gross Earnings
(16) Selling Expenses
(a) Salaries—Selling Force
(b) Salaries— Engineers
(c) Salaries—Clerical and Other Employes
(d) Rent, Light, Heat and Power
(e) Office Equipment— Repairs and Replacements
(f) Traveling
(g) Telephone and Telegraph
(h) Postage, Stationery and Office Supplies
(i) Regular Commissions
(j) Advertising
(k) Other Selling Expenses.
(17) Administrative Expenses
(a) Salaries— Executives
(b) Salaries— Clerical and other Employes
(c) Taxes
(d) Rent, Light, Heat and Power
(e) Office Equipment— Repairs and Replacements
(f) Traveling
(g) Telephone and Telegraph
(h) Postage, Stationery and Office Supplies
(i) Legal Expenses
(j) Bonus
(k) Other Administrative Expenses
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Net Earnings
(18) Sundry Income
(a) From Investments
(b) Interest
(c) Cash Discounts on Purchases
Net Income
(19) Deductions from Income
(a) Interest on Funded Debt
(b) Interest on Notes Payable
(c) Cash Discounts on Sales
Net Profit
(20) Federal Income and Excess Profits Taxes
(21) Dividends
Surplus for the Period
Previous Surplus
Surplus per Balance Sheet
IN D IR E C T

M ANUFACTURING

EXPENSE ACCOUNTS

101 to 120— Miscellaneous Salaries and Wages
101—
102—
103—
104—
105—
106—
107—
108—
109—
110—

General supervision
Foremen and assistants
Inspectors
Timekeepers, cost and payroll clerks
Other factory clerks
Clerical labor—engineering department
Elevator and cranemen
Watchmen, gatemen and janitors
Laborers
Supplementary compensation

121 to 130— Shop Supplies
121— Fuel consumed
122— Lubricants
123— Non-durable small tools
124— Office supplies and stationery
125— Miscellaneous shop supplies
131— Unassignable freight, express and cartage
141 to 160— Sundry Manufacturing Expenses
141— Employes’ welfare
142— Accident compensation
143— Defective workmanship
144— Defective material purchased
145— Other losses due to errors
146— Purchasing and storekeeping
147— Receiving and shipping
148— Tool room attendants
149— Rearrangement of equipment
150— Telegraph and telephone
151— Traveling expenses
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152— Instruction o f new employes
153— Unassignable welding
154— Unassignable setting up time
155— Unassignable testing
156— Unassignable boxing and packing
157—
Other manufacturing expenses
161 to 170— Fixed charges
161— Insurance
162— Taxes
163— Rentals
164— Depreciation
171— Power, Light and Heat Purchased
181 to 190— Power, Light and Heat Generating and Distributing
181— Operating labor
182— Supplies
183— Maintenance
184— Other expenses
191 to 200— Maintenance o f Land and Buildings
191— Roadways, tracks and grounds
192— Buildings
193— Piping and conduits
291 to 210— Maintenance o f Machinery, Tools and Fixtures
201— Machine tools
202— Semi-durable tools
203— Elevators, cranes and conveyors
204— Electrical apparatus and equipment
205— Ovens and furnaces
206— Shop fixtures
207— Furniture and appliances
208—
Shafting, belting and pulleys
211— Maintenance o f Patterns
221— Maintenance o f Auto Trucks and Other Conveyances
231— Maintenance o f Other Equipment
Account numbers may be prefixed by letters A, B, C, etc., indi
cating manufacturing departments.
DEFINITIONS
BALANCE SHEET ACCOUNTS
(1)

Property and Plant.
(a) Land: Amounts paid for land, including fees and surveys.
Expenses for grading and improvements not forming part o f
new buildings should be charged to this account.
(b) Buildings: Cost of all buildings, excavations, foundations
and all piping, wiring, fixtures and conduits forming part o f the
building, including the sprinkler system.
Piloted by American Gear Manufacturers Association
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(c) Machinery and Tools: Cost o f machinery, semi-durable
tools, electrical apparatus, power plant equipment, furnaces and
such equipment used in manufacturing as hangers, pulleys and
shafting.
(d) Patterns and Drawings: Cost of new patterns and draw
ings not chargeable to special production orders or development
accounts.
(e) Furniture and Fixtures: Cost, including installation, o f
furniture, fixtures, lockers, desks, typewriters, chairs, calculating
machines, fire protective apparatus and similar equipment.
(f) Other Equipment: Automobile trucks, automobiles and all
other equipment not coming under classes covered by (a) to (e).
(2) Investment Securities: Cost, or book Value, o f all securities held
as investments.
(3) Current Assets.
(4) Other Assets.
The divisions o f these accounts appear to be self-explanatory.

L IA B ILITY ACCOUNTS
(5) Funded Debt: Bonds or mortgages outstanding.
(6) Current Liabilities: Accounts as listed 6 (a) to 6 (h). These are
self-explanatory.
(7) Reserves:
(a) For Inventories: This account will be credited with amounts
entered into costs to cover shortages that may develop in
inventory values and to offset over-valuations in such inventories.
(b) to (f) Plant and Equipment Depreciations: These accounts
will be credited with amounts entered into costs to cover obso
lescence, wear and tear and other normal causes o f loss in value.
See Schedule under title “ Depreciations.”
(g) Reserve for Unabsorbed Development Expenses: This account
will be credited with amounts estimated to fully cover any prob
able losses due to failure to liquidate any items o f development
expenses being carried as an asset in account number 4 (d).
(h) For Loss on Notes and Accounts Receivable: This account
will be credited with amount reserved to cover estimated loss
on uncollectible accounts and notes receivable, and charged with
such uncollectible amounts when same are written off.
(8) Capital Stock: Par value of shares outstanding.
(9) Surplus: Undistributed profits to date.
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DEFINITIONS
EARNINGS, EXPENSE AN D INCOME ACCOUNTS
(10) Gross Sales Billed: Total sales billed, less returns and corrections.
(11) Special Commissions: All fees and commissions allowed that
are added to the sales price as a separate item. Commissions
paid for services o f regular selling agents should be charged
to account number 16 (i).
(12) Concessions to Customers: Adjustments as a matter o f policy
rather than a just claim.
(13) Unabsorbed Transportation: Transportation on goods sold f. o. b.
destination.
(14) Factory Cost of Sales Billed: The manufacturing or purchase
cost of gross sales billed.
(15) Scrap Sales: Sales o f scrap borings, turnings and cuttings which
cannot be allocated to production orders will be credited to
scrap sales, which account will be shown as a deduction from
Factory Cost o f Sales Billed.
(16) Selling Expenses:
(17) Administrative Expenses: The accounts as listed appear to indi
cate clearly the items chargeable to the various divisions. A
number o f accounts such as telephone, rents and postage may
have to be pro rated to selling or administrative expenses upon
a fair determination o f the extent to which each o f these
commercial departments is served.
(18) Sundry Income.
(19) Deductions from Income:
These accounts appear to need no special explanation. With
reference to cash discounts the accounts listed as 18 (c) and
19 (c) are intended to cover discounts earned for prepayment
o f accounts earlier than the date due on a net cash basis.
Trade discounts generally represent a liberal percentage o f the
price and should be considered as part o f the price and the
cost o f the material purchased reduced accordingly.
(20) Federal Income and Excess Profits Taxes.
(21) Dividends.
These titles need no explanations.
DEFINITIONS
IN D IR E C T FACTO RY EXPENSE ACCOUNTS
101 to 120— Miscellaneous Salaries and Wages
101—General Supervision: Works managers and general fore
men having general supervision o f the entire plant or of
more than one factory deparment.
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102—
103—

Foremen and Assistants: Shop foremen and assistants in
charge of works departments in supervising capacities.
Inspectors: General inspection wages that cannot be dis
tributed to the cost o f production orders.

104—

Timekeepers, Cost and Payroll Clerks: Salaries or wages paid
clerks in above occupations.
105— Other Factory Clerks: Salaries or wages paid clerks in pro
duction departments not specifically covered by other
clerical labor accounts.
106—

107—

Clerical Labor, Engineering Dept.: Salaries or wages paid
clerks or draftsmen preparing manufacturing data and
material lists; time o f clerical employees attached to the
engineering department, serving manufacturing depart
ments, whose time cannot be charged direct to production
orders.
Elevator and Cranemen.

108—

Watchmen, Gatemen and Janitors.

109—

Laborers: Wages paid general laborers engaged in handling
borings and turnings, cleaning and oiling machines and
other general labor not directly chargeable to produc
tion orders.
Supplementary Compensation: Covers any special bonuses
paid shop workmen for suggestions, attendance records,
etc. This does not include overtime pay or gratuities.

110—

121 to 130— Shop Supplies.
121— Fuel Consumed: Coal, oil, gas and coke actually consumed.
Does not include fuel for power, light and heat, which
should be charged to account No. 182.
122— Lubricants: Oils, greases and cutting compounds.
123—
124—
125—

Non-durable Small Tools: Cost o f renewing comparatively
short-lived small tools.
Office Supplies and Stationery: Supplies o f this character
for factory offices.
Miscellaneous Shop Supplies: Other factory supplies not
chargeable to production orders or specifically provided
for above.

131— Unassignable Freight, Express and Cartage: Unassignable charges
on materials and supplies both incoming and outgoing.
141 to 160— Sundry Manufacturing Expenses.
141— Employees' Welfare: Wages paid employees while absent
on account of illness or vacations and also gratuities and
other welfare expenses; group insurance premiums.
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142—

Accident Compensation: All compensation due to accidents
and expenses incidental to claims o f injured employees,
when such expenses are not covered by insurance; also
liability insurance premiums.
143— Defective Workmanship: Losses due to errors of workmen
or defective machines.
144— Defective Material Purchased: Cost o f correcting or replac
ing material purchased, including costs before defects
aredetected, when the loss cannot be collected.
145— Other Losses Due to Errors: All other losses due to factory
clerical employees.
146— Purchasing and Storekeeping.
147— Receiving and Shipping.
148— Tool Room Attendants: Salaries or wages of employees
handing out small tools, keeping records o f small tools
and o f employees’ tool checks.
149— Rearrangement of Equipment: Cost o f transferring a depart
ment to a new location.
150— Telegraph and Telephone: Expenses of this character in
connection with manufacturing.
151— Traveling Expenses: Expenses of this character in connec
tion with manufacturing not assignable to production
orders.
152— Instruction of New Employees: Expenses in connection with
instructing new employees regarding manufacturing
methods and how to operate equipment, not including
supervisory force.
153— Unassignable Welding: Welding expenses not assignable to
a specific production order or collectible from a supplier
o f material.
154— Unassignable Setting-up Time: Wages paid employees set
ting up a machine or job preparatory to manufacturing.
155— Unassignable Testing: Expenses in connection with testing
product, unless chargeable to a production order.
156— Unassignable Boxing and Packing: Boxing and packing
expenses not distributed to production orders.
157— Other Manufacturing Expenses: All other indirect manu
facturing expenses not otherwise provided for.
161 to 170— Fixed Charges.
161— Insurance: Premium on fire and elevator insurance.
162— Taxes: All taxes except water taxes, on property included
in manufacturing plant.
163— Rentals: For property used for manufacturing purposes.
164— Depreciations: Depreciation charged off on all manufac
turing equipment, including buildings, equipment, furni
ture and appliances.
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171— Power, Light and Heat Purchased: Service of this character pur
chased from outside companies.
181 to 190— Power, Light and Heat— Generating and Distributing.
181— Operating Labor: All wages paid for operating the plant,
redistributing fuel and supervision.
182—

Supplies: Coal, oil, gas, water and other supplies.

183—

Maintenance: Cost of repairing and renewing buildings and
equipment.

191 to 200— Maintenance of Land and Buildings.
191—
192—

Roadways, Tracks and Grounds.
Buildings.

193—

Piping and Conduits.
Cost of repairing and partially renewing the various
classes of equipment as listed.
201 to 210— Maintenance of Machinery, Tools and Fixtures.
201—
202—
203—
204—

Machine Tools.
Semi-durable Tools.
Elevators, Cranes and Conveyors.
Electrical Apparatus and Equipment.

205— Ovens and Furnaces.
206—
207—
208—

Shop Fixtures.
Furniture and Appliances.
Shafting, Belting and Pulleys.
Cost of repairing and partially renewing all equipment
as listed.
211— Maintenance of Patterns— Cost of repairs and alterations to
standard patterns.
221— Maintenance of Auto Trucks and Other Conveyances: Cost of
repairs and partly renewing all trucks and other con
veyances; auto insurance.
231— Maintenance of Other Equipment: Cost of repairing and partly
renewing all other factory equipment not specifically
provided for in this classification.
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FOREWORD

The following report is intended to supplement the foregoing
Recommended Practice. Reference should be made to that Recom
mended Practice for a general diagram of the accounting classification
and for explanations o f the various divisions of accounts.
The list of accounts submitted herewith is intended to cover a
consolidation of the accounts listed in the Recommended Practice
in order to reduce, wherever possible, the number of accounts and
eliminate much o f the detail that many of our members do not desire.
The main accounting divisions are retained and the account numbers
are uniform as far as practicable.
It is impossible to make much progress along uniform cost lines,
until our members co-operate to the extent of offering criticisms and
suggestions that will enable the committee to arrive at some practical
consensus o f opinion. This Practice is to be considered as a direct
request to each member to lend such co-operation. This is essential
if there is to be any successful effort by a committee o f members to
accomplish the purpose for which the committee was appointed.
U n if o r m

C o s t A c c o u n t in g
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C o m m it t e e

BALANCE SHEET ACCOUNTS

(1)

Property and Plant.
(a) Land and Buildings.
(b) Machinery, Tools and Fixtures.
(c) Other Equipment

(3)

Current Assets.
(a) Materials, Supplies and Work in Process.
(b) Notes and Acceptances Receivable.
(c ) Accounts Receivable.
(d) Cash in Banks and on Hand.

(4)

Other Assets.
(a) Patents and Good Will.
(b) Deferred Charges.

L ia b il it ie s

(5)

Funded Debt.

(6)

Current Liabilities.
(a) Notes and Acceptances Payable.
(b) Accounts Payable.
(c) Accrued Taxes.
(d) Other Accruals.

(7)

Reserves.
(a) For Depreciation and Adjustment of Inventories.
(b) For Depreciation o f Buildings.
(c) For Depreciation o f Machinery, Tools and Fixtures.
(d) For Loss on Bad Debts.

(8)

Capital Stock.

(9)

Surplus (including undivided profits).
Printed by American Gear Manufacturers Association
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IN D IR E C T

M AN UFACTURING

EXPENSE ACCOUNTS

101-104 Miscellaneous Salaries and Wages.
101—

Supervision.

102—

Clerical.

103—

Laborers.

104—

Other Miscellaneous Wages.

121

Shop Supplies.

131

Unassignable Freight, Express and Cartage.

141-144 Sundry Manufacturing Expenses.
141— Accident Compensation
142—

Shop Losses.

143— Purchasing, Storekeeping, Receiving and Shipping
144—

Other Manufacturing Expenses.

161-162 Fixed Charges.
161—

Insurance, Taxes and Rents.

162—

Depreciation.

171

Power, Light and Heat.

191

Maintenance of Land and Buildings.

201-203 Maintenance of Plant and Equipment.
201—

Machine Tools.

202—

Machining Tools.

203—

Other Equipment.
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EARNINGS AND EXPENSES
(10)

Gross Sales Billed.
Deductions.
(a) Commissions and Allowances.
(b) Unabsorbed Transportation.

Net Sales Billed.
(14) Factory Cost o f Sales Billed.
Gross Earnings.
(16) Selling Expenses.
(a) Salaries.
(b) Traveling.
(c) Advertising.
(d) Other Selling Expenses.
(17) Administrative Expenses.
(a) Salaries
(b) Taxes.
(c) Traveling.
(d) Postage, Stationery and Office Supplies.
(e) Other Administrative Expenses.
Net Earnings.
(18) Sundry Income.
(a) Interest
(b) Cash Discounts on Purchases.
Net Income.
(19) Deductions from Income.
(a) Interest.
(b) Cash Discount on Sales.
Net Profit
(20) Federal Income and Excess Profit Taxes.
(21) Dividends,
Surplus for the Period.
Previous surplus
Surplus per Balance Sheet.
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